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Purpose

To increase awareness of federal training and education tax credits that may be available to
Indiana WorkOne customers, particularly those not eligible for occupational skills training
assistance under the Workforce Investment Act (WIA.) Complete information may be found in
Training and Employment Notice 42-07 entitled, “Federal Training and Education Tax Credits”
issued June 17, 2008.

Content

Indiana’s workforce investment system provides resources to support training through Individual
Training Accounts (ITAs). For WorkOne customers whose training needs cannot be met through
ITAs, because of ineligibility, limited WIA resources, or other reasons, two federal tax credit
programs, the Hope Credit and the Lifetime Learning Credit, can help offset the costs of higher
education for individuals by reducing the amount of income tax owed. Both credits apply to
qualified education expenses of the tax filer, the filer’s spouse, and the filer’s dependents. To
qualify, the tax payer must meet modified adjusted gross income limits and meet education
enrollment status requirements.

Hope Tax Credit

The Hope Tax Credit is a tax credit for the first two years for post-secondary education.
Taxpayers who meet modified adjusted gross income limits can subtract up to $1,650 per student
per year in tuition and qualified college costs from the taxes they owe when they file their federal
tax returns, The amount of the credit is calculated as follows: 100 percent of the first $1,100
paid for tuition and qualified expenses, and 50 percent of the next $1,100, for each student. The
tax credit can be claimed for each student claimed on the filed tax return. The student must be
enrolled at least half time in an eligible program leading to a degree or certificate.
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Lifetime I earning Tax Credit
The Lifetime Learning Tax Credit is a tax credit for tuition and qualified expenses for higher

education or career training. There is no limit on the number of years the credit can be claimed.
Taxpayers can subtract up to $2,000 per year in tuition and qualified college costs from the taxes
they owe when they file their returns. The tuition and qualified college costs can be associated
with more than one student, provided the student is claimed on the tax return. The student(s)
must be enrolled in an eligible post-secondary institution, or in any course of instruction at an
eligible school to improve or acquire job skills. The student(s) does not need to be pursuinga -
degree or other recognized education credential. The benefit is calculated as follows: 20 percent
of qualified costs up to $10,000 per tax return filed.

Resources

Full information about the Hope Tax Credit, the Lifetime Learning Tax Credit, and other tax
benefits of higher education can be found in Internal Revenue Service Publication 970, Tax
Benefits for Iigher Education at: http://www.irs.gov/publications/p970/ar01.html. Appropriate
forms and filing instructions for the Hope and Lifetime Learning Tax Credits can be found in
Internal Revenue Service Form 8863 and Instruction, Education Credits at:
http://www.irs.gov/pub/irs-pdf/f8863.pdf.

Action

_ Staff is requested to provide basic information on federal training and education tax credits that -
may be available to customers who are not provided Individual Training Accounts or other
training services. Questions concerning the tax credits may be addressed to:

Amy L. Smith-Rubeck, MA, LMHC

Director of Policy

Indiana Department of Workforce Development
10 N. Senate Avenue, SE 304

Indianapolis, IN 46204

Email: ARubeck@dwd.IN.gov
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TAB Number Subject Matter
2007-20 Federal Education and Training Tax Credits
2007-19 Information Regarding the Launch of IndianaCareerConnet.com
2007-18 Testing for Basic Literacy Skills
2007-17 Clarification of Provision of Intensive Services to Veterans under the Integrated Model
2007-16 Destruction of Confidential Documents
2007-15 Inclusions & Exclusions for Determining Family Income
2007-14 Publication of 2008 Economically Disadvantaged Criteria
2007-13 Indiana Performance Accountability System Changes
2007-12 Terminating the Production of All Non-Mandated Federal Reports at IDWD
2007-11 Clarification of the Co-Enrollment Process and Initial Service Planning
2007-10 Additional Clarification of IC 22-4.5-7-6, IC 22-4.5-7-7 and IC 22-4.5-7-8 Restrictions on
Regional Workforce Board Members, Regional Operators, and Service Providers
2007-09 Selective Service Registration
2007-08 Clarification of IC 22-4,5-7-6, IC 22-4.5-7-7 and IC 22-4.5-7-8 Restrictions on
Regional Workforce Board Members, Regional Operators, and Service Providers
2007-07 Individual Employment Plans
2007-06 Trade Readjustment Allowance {TRA) Income Support
2007-04 Change 1 | TAA Training Waivers, the Extension Process and Waiver Reviews
2007-05 WOTC Revised Forms
2007-04 TAA Training Waivers, the Extension Process and Waiver Reviews
2007-03 UI Eligibility Determination Communications
2007-02 (reissue) | Expansion of Technical Assistance through TABs
2007-01 Revision to Employment Eligibility Verification Form I-9
2006-08 Military Service Members/Spouses as WIA Dislocated Workers
2006-07, Change 1 | Clarification - Guidance from the U.S. Department of Labor
2006-07 Guidance from the U. S. Department of Labor
2006-06, Change 1 | Clarification - Out-0f-School Youth Definition
2006-06 Out-of-School Youth Definition
2006-05 WorkKeys Certificates under the Youth Common Measures
2006-04 Repeating Classes or Tests Funded by the Workforce Investment Act
2006-03 Discontimuation of the Certificates of Technical Achievement Program
2006-02 Trade Adjustment Assistance - Qualifying Separation Date for Workers® Compensation
2006-01, Change 1 | Clarification on DWD Communication 2005-26 (rescinded 8-22-07)
2006-01 Clarification on DWD Communication 2005-26 (rescinded 8-22-07)
2005-008 Youth as Displaced Homemakers
2005-007 Documentation Requiremnents — Katrina Victims
2005-006 Modifying Indiana’s Eligible Training Provider List
2005-005 Special Endorsement for Indiana Scheol Bus Drivers
2005-004 General Studies Degrees
2005-003 High School Diplomas for Individuals with Disabilities
2005-002 Incumbent Worker Councils
2005-001 Incentive Payments to WIA Participants
2004-001 WorkKeys Certificates
2003-007 Basic Skills Deficiency
2003-006 CPR or First Aid as a Credential
2003-005 Driver’s License as a Credential
2003-004 “Temporary” Employee Eligibility for WIA Services
2003-003 Service Tiers & Partner Services
2003-002 Intensive and Training Services
2003-00+ WIA Citizenship-and-Registration for-Selective Services(rescinded 2-26-2008)
2003-000 Workforce Investment Act Technical Bulletins




